THE COUNTY'S FINANCIAL OUTLOOK

The fofecasts included in the 2002 ‘.':Imlt;'gl-l; Financial Plan were propancd
before the Seplember 10, 20001 terrorist anacks on New York Oty and
Wishingon, DUC The fofecasts refllochod a slowing national econamy that
wiould come close 10 & redession i the thind and founh quaners of 2001,
Since Sepiember 10, the coonomists that peepaned the coomomic forecasts
hawve concluded that the natlon entcred a recesalon [n the thind quarter of
SO0

T real impacts on the Coanty of the coomomic downtam, exacerbatod by
the werronist anachks and subsequent war, will nol be known for months,
Complicating the County's dneation | the Smec's budget sliuatfan; the
State of Callformia |s facing a budget defich caused [n large pan by emer-
gemsy energy parchases using general fund moncy carly in 2000, Powdhiy
olfsciting some¢ of the negitive impacis B ihe cxpoctation of increased
Federal spending lor delense, anti-terroriam measunes and coomombc stim-
ulus. Also priming an economlc redovery Is (he Foderal Reerve's lower-
[ of interest mdes. At ibe time this dodument weni (o press, there had
beon choven Intercst rate reductions since January 1, 2000 resulting In a
Federal Mapds rate of 1L.75%, the lowet rate sinee 19461,

Bociwie of the unoemainties bath favorahle amd unlfavorable, the authom
of 1k Fofecasts in an sddendum 1o IBGF forcasts dated Soplember 28,
2001, sdvised the County Exccutive Officer and the Chbel Financial Officer
o Covtbnue b wse the (onocasts 35 & baseline “bul carclully examine and
cvaluate Mwcal and monctary pelicles over the next fow months befone
making amy revidons” With that advice in mind, the Board of
Supervisors sdopled the M02 Stmabegic Financial Plan on October 30,
o0 and prudently reenved 530 million (from enanticipated carmyover
revenus] for funere operations Forecast in the 3002 Plan,

THE COUNTY"S FINANCIAL OUTLOOK (cont'd)

The 2002 Stravegic Financial Plan idemifies a challenge in 2006, The chan
below indicates thal uses of General Pumpose Revenue may oul sirp
souroes beginning in Fiscal Year 2006- 2007, The County department heads
working with the County Executive OfMice have idemified criveria and
srategies that can be implemented belore the projected shonfall to bring
soufoes and uses in
balance i a rcasof-
able and elMicient
AEATRET.

Alihough the 2002
Strategic Financial
Flan provides the
framewark for the
preparation of the
Fiscal Year 3002-
2003 Budget, it does
net supercede the
buadget process, Onee
ihe Board sdopts the
Plan, it [s used to provide direction for
the budgel process. The budgeting for
new  programs, new  posiilons, Infra-
structure improvemenis and major
cguipment requests ane sl sublect 1o
Justification of need, cfMiclency and
measurable oulcomes,

The constrained financial outlook propects that sulficient General Purpose
Revenues will be available 1o operate on-going programs and approved
Strateghc Priorivies from prior years. Total projected expense 5 forecast 1o
grow on average al about 4% per year in the five-yvear period between
Fiscal Year 2000 -2007F and Fiscal Year S0a0sG- 2007,

2002 Outlook - Source vs. Uses
Dllars in Moy
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